University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

10-12-1995

Cuba Willing to Barter Sugar for Oil to Conserve
Hard Currency
LADB Staff

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
LADB Staff. "Cuba Willing to Barter Sugar for Oil to Conserve Hard Currency." (1995). https://digitalrepository.unm.edu/notisur/
12037

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 55906
ISSN: 1060-4189

Cuba Willing to Barter Sugar for Oil to Conserve Hard
Currency
by LADB Staff
Category/Department: Cuba
Published: 1995-10-12
Cuba has arranged to export a large portion of its 1995-1996 sugar crop to Russia in exchange for
Russian oil. The barter deal is aimed at taking the pressure off Cuba's scarce foreign currency
reserves, which are badly needed to make overdue debt payments. Since 1990, Cuba has had to pay
prevailing world prices in hard currencies for many essential imports such as oil, which it could no
longer acquire from the former Soviet Union under favorable trade terms. In 1989, before Soviet
economic assistance began to disappear, Cuba was able to buy 13.3 million metric tons of oil, mostly
from the Soviets. By 1993, the figure had dropped to 4 million MT. Cuban domestic oil production,
which is currently at around 1.4 million MT, has never been enough to offset the loss of oil imports
from the Soviet Union (see NotiSur, 12/16/93).
Efforts are underway to substitute bagasse a waste byproduct of the sugar milling process for oil in
the production of electricity. Eventually, say Cuban economy officials, 30% of Cuba's electric power
could come from burning bagasse. This and other alternative energy sources could significantly
reduce Cuba's dependence on oil imports and improve its trade balance. But in the meantime,
according to the Foreign Trade Ministry, Cuba is spending US$1 billion per year on oil imports.
Other essential imported goods are also draining foreign reserves. Food imports, for example, cost
US$400 million per year.
To pay for these and other imports, Cuba needs to export large quantities of sugar, its major earner
of foreign exchange. But disastrous sugar harvests in recent years, with consequent reductions
in purchases of foreign oil, have forced Cuba to sharply curtail energy use. This, in turn, has hurt
sugar production because 70% of the sugar crop is harvested and processed with machines, such
as tractors and sugar mills, that are driven by petroleum-based fuels. From the 7-million-MT sugar
harvest during the 1991- 1992 season, production fell to 4.2 million MT in 1992-1993, then to 4 million
MT in 1993-1994, and finally to 3.3 million MT in 1994-1995, which was the lowest in 50 years.
By comparison, the average annual output during the 1980s when Cuba was the world's leading
vendor of sugar averaged 8 million MT. During those years sugar accounted for half of Cuba's
exports, with much of it going to the guaranteed Soviet-bloc market. Compounding the twin
problems of dwindling foreign- exchange reserves and falling sugar output is Cuba's foreign debt of
around US$6.4 billion. Much of it is long-term debt payable in soft currencies of the former Soviet
bloc. But among Cuba's hard-currency obligations is US$160 million borrowed from European
creditors, which was used to buy inputs needed for the sugar crop such as fertilizers, herbicides, and
machine spare parts.
Some experts estimate that Cuba will need virtually all of its 1995-1996 sugar crop just to keep
up with the short- term debt obligations coming due before year-end. To avoid having to choose
between paying for essential imports or paying debts, Cuban policy makers are turning to barter
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arrangements, debt swaps, and negotiations for debt restructuring. By making exchanges in kind,
Cuba hopes to conserve scare reserves for debt repayment and at the same time bring in badly
needed oil shipments. Cuba and Russia have reached a barter agreement, exchanging sugar for
oil. The deal calls for Cuba to supply 1 million MT of sugar for 3 million MT of Russian oil. Russia
could actually take more Cuban sugar if Cuba had it to exchange. Russia has a large sugar-refining
capacity, some of which is idle because of a 3-million-MT shortage of sugar.
A similar sugar-for-oil agreement failed last year because of delays in harvesting and delivery of the
sugar. This year, say Cuban officials, the problems have been corrected. One of the innovations is
the introduction of productivity bonuses for sugar workers. The agreement also permits a longer
delivery period than last year, stretching until March 1996. Under the agreement, Russia is to begin
shipping oil 30 days before the sugar deliveries begin. This could mean that oil shipments to Cuba
could start at the end of this year. Ultimately, the success of the barter arrangement depends on
the size of the sugar harvest. At the beginning of the growing season, most experts predicted only a
modest increase in output to about 3.5 million MT maximum.
Alexey Rubinchik, vice president of Menatep-Impex one of the two Russian firms contracted to
handle the barter arrangement said he was confident the harvest would be 4 million MT or more.
Cuban first deputy foreign trade minister German Amado- Blanco would only say that the 1995-1996
harvest, which will begin in November, should show an increase over last year, in part because of
improved supplies of fertilizers and other inputs. Though he did not give an estimate of how large
the harvest might be, agricultural officials have set 5 million MT as the target. The trade-union
newspaper Trabajadores wrote that 40,000 workers were being recruited for the 1,500 sugar-cane
cooperatives around the island. Whether even the targeted amount will be enough, however, is open
to question.
Some observers have estimated that Cuba needs 4.5 million MT for sale abroad just to make its debt
payments. Should production fall short of the 5 million MT goal, leaving little or no surplus after
meeting the barter commitment to Russia, Cuba will face a worsening debt repayment situation
which could have a negative impact on its ability to get short-term credits needed to finance the
next sugar harvest. Therefore, Cuba is also working on a number of debt- swap arrangements with
creditors.
President Fidel Castro is scheduled to visit Uruguayan President Julio Sanguinetti on Oct. 13, when
they are expected to discuss Cuba's outstanding US$35-million debt to Uruguay. Because of the
overdue debt, Cuba has had difficulty financing imports from Uruguay and trade between the two
nations has fallen. Uruguay's vice chancellor Carlos Perez del Castillo said last month that one of
the proposals under consideration to reactivate commerce with Cuba is a swap by which Uruguay
would cancel some of Cuba's debt in exchange for 90,000 units of Cuban-made hepatitis-B vaccine,
which the Uruguayan government needs to inoculate health workers.
Similar arrangements have been reached or are being negotiated with other creditor nations such as
Argentina, Brazil, and Mexico. Meanwhile, Cuban officials have held talks with unnamed creditor
nations that have shown an interest in offering debt relief to Cuba. According to Christian Noyer,
chairman of the Paris Club of creditor nations, a formal agreement between the group and Cuba
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 2 of 3

LADB Article Id: 55906
ISSN: 1060-4189

would be almost impossible because international lending rules would first require Cuba to become
a member of the International Monetary Fund (IMF). "In the past there has been an attempt to
set up special rescheduling on the basis of economic commitments made by Cuba," Noyer said.
"Some countries are trying to do it again. There are some discussions underway. It is difficult to
say whether it will be possible." (Sources: Inter Press Service, 09/21/95; United Press International,
09/26/95; Agence France-Presse, 09/27/95; Notimex, 08/28/95; Reuter, 06/18/95, 09/14/95, 09/18/95,
10/03/95, 10/08/95)
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